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HOW THF DOLLAR'S VALUE AFFECTS US. FARM EXPORTS TO DEVELOPING 
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Economic Research Service. U.S. Departm^^nt of Agriculture. Foreign Agricultural Economic 
Report No. 237. 



ABSTRACT 

U.S. exports may not necessarily increase when the dollar falls on the world market. 
Conventional thinking is that a weaker dollar means more demand for U.S. products because 
they become less expensive than goods from countries with stronger currencies. But, 
developing countries whose export revenues are denominated in the weakening dollar can lose 
income because the weaker dollars they earn on their exported goods buy less on the world 
market. When the dollar slumps, therefore, U.S. farm product sales to some developing 
countries may also drop. This report measures the effects of changes in currency exchange 
rates from 1980 to early 1987 on the import-buying power of 14 developing countries. 

Keywords: Developing countries, depreciation, terms of trade, agricultural exports, 
exchange rates. 
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SUMMARY 



U.S. exports may not necessarily increase when the dollar falls on the world market. 
Conventional thinking is that a weaker dollar means more demand for U.S. products because 
they become less expensive than goods from countries with stronger currencies. But, 
developing countries whose export revenues are denominated in a weakening dollar can iose 
income because the dollars they earn on their exported goods buy less on the world market. 
When the dollar slumps, therefore, U.S. farm product sales to some developing countries may 
also drop. 

This report measures the effects of changes in currency exchange rates from 1980 to early 
1987 on the capacity of 14 developing countries to buy imports. These countries accounted 
for 50 percent of all U.S. agricultural exports to developing countries in 1986. Developing 
countries paid out more than $10.8 billion for U.S. farm products in 1986, about 41 percent of 
U^. world agricultural sales. 

Dependence of developing country trade on major world currencies may alter analysts* current 
predictions of world sales of U.S. farm goods. A fall in developing country import-buying 
power works against the stimulating effects that a depreciating dollar is expected to have on 
demand for U.S. exports. On the other hand, developing countries whose exports are sold for 
stronger currencies than the dollar could purchase more U.S. goods. 

An analysis of the currencies used in their trade showed that 7 of the 14 developing countries 
have seen a deterioration in import-buying power because of the dollar drop since 1985. Four 
developing countries have shown modest improvements. The three top U.S. farm markets 
among the 14 developing countries, Korea, Taiwan, and Mexico, have not been affected by 
recent currency fluctuations. 
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How The Dollar's Value Affects 
U.S. Farm Exports to Developing 

Countries 

Mary E. Burfisher 



INTRODUCTION 



The deterioration of U.S. agricultural trade has been attributed in parr to the rising value of 
the U.S. dollar in the early 1980's, compared with the currencies of competitors, which made 
U.S. agricultural exports relatively expensive (3, 6, 12).^ The depreciation of the dollar 
probably will improve U.S. export competitiveness, helping increase the U.S. market share of 
world agricultural trade. However, because developing countries depend on hard currencies to 
set world prices for their exports and to conduct trade, exchange rate realignments can 
influence developing countries' import-purchasing power by altering external terms of trade 
(price of imports in terms of exports). Reductions in import-purchasing power can work 
against the stimulating effects of dollar depreciation on the demand for U.S. farm products. 

This report measures ^he contribution that exchange rate realignments have made from 1980 to 
the first quarter of 19S7, in real (adjusted for inflation) terms of trade for 14 developing 
countries. These countries represent almost 50 percent of U.S. agricultural sales to developing 
countries in 1986 (table 1). Developing countries paid out more than tlO.8 billion for U.S. 
farm products in 1986, about 41 percent of U.S. world agricultural sales. Exports of seven of 
the developing countries are mainly denominated in dollars, but their imports are mostly paid 
for in other currencies. Their import-buying power has deteriorated since the dollar began to 
decline in 1985. Four developing countries have shown modest improvements, and the three 
top U.S. farm markets, Korea, Taiwan and Mexico, among these 14 developing countries have 
not been affected by dollar depreciation. 

BACKGROUND 

Developing countries have become important U.S. agricultural export markets, accounting for 
Over 40 percent of U.S. farm exports by 1986 (table 2). Consequently, their response to dollar 
depreciation significantly affects U.S. farm exports. U.S. exports to both developing and 
developed country markets peaked in 1981. Growth in U.S. farm exports to developing 
countries between 1982 and 1984 helped offset the fall in agricultural exports to developed 
countries during that period. U.S. agricultural exports to both markets declined sharply in 
1985, despite the drop in value of the dollar beginning in February of that year. However, 
U.S. farm exports to developing countries fell 10 percent in 1986, while exports to developed 
countries fell 2 percent. 



Underlined numbera in parentheses cite sources listed in the References section. 
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Table 1-0. S. i{rlcQltaral exporti to lelected defelopuf coaotrles, 1986 



CooBtrj 


Talae of exporti 




: 1 000 dollirs 

* I|VVV UViifllO 


Bnsil 


565 935 


krklii 


6 696 


Cuerooi 


6 240 


Ckiii 


20 330 


Iidoieili 


ilfl 940 


iTOrj Coait 


3,837 


leiyi 


14,717 


lorei 


1,305,687 


leiico 


1,082,255 


llferla 


149,051 


Pkillpp 1 


256,135 


Seiefil 


21,040 


Tiiffu 


1,170,242 


Teiexaela 


455,661 


Sibtotal 


5,247,766 


ill dereloplis coastries 


10,828,398 


Horld total 


26,231,066 



Table 2-0 S. afrlcaltaral exporti to dereloplag aad dereloped coutriea, 1980-86 



Itei 


: 1980 


1981 


1982 


: 1983 


1984 


12S5 


1986 










lillioi dollars 






Defelopiic cositriei 


14,562 


15,965 


12,833 


14,200 


14,922 


11,988 


10,828 


Developed coootriei 


21,817 


22,088 


19,691 


18,818 


18,576 


14,493 


14,253 


lorld 


41.233 


43,339 


36,622 


37,826 


36,999 


29,041 


26,231 










Perceit 








Defelopiif coutriei 


35 


37 


35 


38 


41 


41 


41 


Defeloped coaatriei : 


52 


51 


54 


50 


51 


50 


54 



Some distinctive features of developing countries' exchange rate arrangements may cause them 
to respond differently to dollar depreciation than do developed countries. Developing 
countries commonly peg exchange rates to major currencies. Pegging can affect how a 
developing country's import demand responds to the depreciation of a major currency. For 
example, when a developing country pegs to the U.S. dollar, then dollar depreciation has no 
effect on the domestic currency price of U.S. goods in the developing country, and by itself 
does not stimulate increa'^ed demand for that good. However, if there are competing suppliers, 
demand for the U.S. good may rise as consuners shift toward the relatively cheaper U.S. 
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product. Pegging can directly affect a developing country's income and, consequently, its 
import demand, if a rise in the value of the currency to which the developing country is 
pegged causes its exports to become uncompetitive in third countries and to decline (jj. 
Pegged exchange rates also tend to respond slowly to foreign exchange market developments. 
The high proportion of U.S. farm exports to countries with fixed exchange rate regimes may 
account for the slow response of U.S. farm exports to the weaker dollar (7, 

Another important feature of developing countries' foreign exchange positions is their 
dependence on hard currencies to transact their world trade and to set the prices of many of 
their exports. This feature exposes developing countries to changes in liieir external terms of 
trade when exchange rates of leading world currencies realign, regardless of the developing 
countries' foreign exchange arrangements. 

This realignment changes developing countries' terms of trade because developing countries 
typically use different currencies for exports and for imports. The U.S. dollar is the primary 
export currency for many developing countries. The dollar is used to set commodity prices 
and/or to denominate their export trade. Developing countries use a more diverse set of 
currencies for their imports. A surplus in a hard currency is accumulated when there is an 
imbalance in the currencies used in developing countries' trade. For example, a developing 
country that exports goods denominated in dollars and imports goods denominated ncainly in 
yen holds a surplus of ollars, which must be converted to yen to pay for imports. When the 
dollar depreciates again^. :he yen, the developing country's terms of trade deteriorate as the 
import-purchasing power of its export revenues declines. Net wealth may also fall if trade 
flows generate the country's reserve currency, and the import-purchasing power of those 
reserves declines. Developing countries whose exports are denominated in nondollar currencies 
(for example, the yen) but whose imports are denominated mainly in dollars have a dollar 
deficit. A depreciation of the dollar against the yen contributes to an improvement in the 
developing country's terms of trade. 

The effect of exchange rate realignments on terms of trade is an important consideration 
when assessing the prospects for dollar depreciation to stimulate developing countries' demand 
for U.S. farm products. Terms of trade" is a measure of foreign income, which is a key 
determinant of U.S. farm exports (2, 2, 7). If dollar depreciation hurts a developing country's 
terms of trade, the developing country may reduce its demand for U.S. farm exports. 

Many factors, including prices, domestic supply, and trade policies combine to determine the 
final agricultural import demand of developing countries. Of increasing importance is the 
effect of debt service obligations on foreign exchange availability and agricultural imports (for 
example, see H). 



MODEL 

We used a simple, partial equilibrium model with two goods to trace the effects of currency 
realignments on the terms of trade and on substitution among goods denominated in different 
currencies. This model has no backward linkages between changes in external terms of trade 
and foreign and domestic supply and demand responses for exports, imports, and import 
substitutes. Prices only change when exchange rates change. We hold prices constant to 
trace the isolated effects of exchange rate movements, as opposed to exogenous price 
movements, on developing country terms of trade and import behavior. Such an approach is 
consistent with some reasonable assumptions about elasticities in a general equilibrium 
framework. Most of the countries in this analysis are small, and their domestic supply and 
demand responses do not affect world prices for iheir exports and imports. (Some exceptions 
exist; for example, the domesHc supply response of the Ivory Coast and Brazil for cocoa can 
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be expected to significantly affect world prices.) The approach also implies that foreign 
demand for developing countries' exports does not change much when foreign prices fluctuate 
because of exchange rate movements. Low price elasticity of demand for developing country 
exports would tend to support a stable world price in this model. 

Figures 1-3 illustrate the effect of exchange rate realignments on three types of small 
countries: a country with balanced trade in each currency, a country with a surplus in a 
depreciating currency (dollar), and a country with a surplus in an appreciating currency (yen). 

Figure 1 illustrates the model of a small country with balanced trade in each currency. This 
model is implicit in the expectation that developing countries* import demand will increase in 
response to a depreciation of the dollar. When a small country holds a balance in its vehicle 
currencies (for example, the doilar and the yen), its dollar (yen) export revenues exactly cover 
its dollar (yen)-denominated import costs. In this case. exchar^<; rate realignments have no 
effect on terms of trade. The developing country simply shifts toward greater consumption of 
dollar-denominated goods as their relative price falls, in a movement from points A to B. (If 
its export basket remains unchanged, the substitution in the developing country's import 
basket implies that the country no longer maintains a net balance in each currency. The 
country becomes subject to terms of trade effects due to currency realignments.) 

Figure 2 shows a small country with a surplus in the dollar, a depreciating currency. The 
model shows a developing country that exports goods denomin-ited solely in dollars and imports 
goods denominated in both dollars and yen. As the dollar depreciates, the relative domestic 
currency price of dollar goods declines against the price of yen goods, in a shift of the price 
line from PI to P2. Relative prices change regardless of the developing country's exchange 
rate arrangement. If the developing country pegs to the dollar, then the domestic currency 
price of its exports is unchanged while the relative price of its imports rises. If the 
developing country pegs to the yen. then the domestic currency price of its imports is 
unchanged, but the relative price of its exports falls. If the developing country's currency is 
fixed to some weighted basket, then the relative prices of its exports and imports fall and 
rise, respectively, by amounts determined by the weights. If the exchange rate is flexible, 
dollar depreciation still causes the purcha^^ing power of the dollar-denominated exports to fall 
with respect to yen- denominated imports in both foreign and domestic currency terms. 

Figure 2 shows how a dollar depreciation causes a contraction in consumption of both dollar 
and yen goods, thus working against the stimulating effects of the dollar depreciation on 
consumption of dollar goods. No substitution means a deterioration in terms of trade, causing 
consumption of both goods to contract along a ray, in a movement from points A to B. The 
decline in the relative price of dollar goods can be expected to induce some substitution 
toward consumption of the goods, in a movement from points B to C. The magnitude of this 
latter movement will depend upon the elasticity of substitution between dollar- and 
yen-denominated goods. In the short run. we reasonably assume a relatively low elasticity, 
due to long-term contracts, traditional supplieis, and a commodity composition of bilateral 
trade that limits substitution among trade partners. But, substitution toward dollar goods is 
likely to be great enough to offset the decline in consumption because of deteriorating terms 
of trade. The assumption that the positive substitution effect toward dolbr goods dominates 
the fall in demand for those goods as terms of trade decline underlies the construction of 
figure 2. Figure 2 shows that on net. purchases of dollar goods rise and yen goods fall as 
the developing country's import basket moves from points A to C. Dollar depreciation causes 
dollar exports to the developing country to increase, but they rise by less than they might 
have if terms of trade had not also fallen. 



Currency-balanced country 



Ten -aeno'ninated 
goods 



How Exchange 
Rate Realignments 
Alter Terms 
of Trade 




Dollar- denominated goods 



Dollar-turpius country Dollar-deficit country 

Yen- denominated Yen-aeni m naiea 




Dollar-denonrMnaled goods Doiiar-denomfnated goods 



Figure 3 shows a small country that holds a surplus in the yen, an appreciating currency 
(export goods denominated in yen and import goods denominated in dollars). A dollar 
depreciation reduces the cost of dollar*denominated goods relative to yen-denominated goods 
in a shift of the price line from PI to P2. If world den.and for the developing country's 
exports (which in this example are denominated in the yen, an appreciating ^^rency) is 
assumed to be relatively inelastic, then export prices in terms of yen remain mc hanged. The 
increase in the purchasing power of the yen causes imports of both dollar- and 
yen-denominated goods to increase, in the absence of substitution, in a movement from points 
A to B. The depreciation of the dollar also causes the developing country to substitute 
toward cheaper dollar good's, reducing its purchases of yen goods, as shown by the movement 
from points B to C. Dollar exports to the developing country, therefore, increase by more 
than they would have if just relative prices had changed. Improved terms of trade also 
contribute to increased demand for dollar-denominated goods. 
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DOMESTIC RESPONSES TO CHANGED TERMS OF TRADE 



A change in a country's external terms of trade stimulates changes in its domestic supply of, 
and demand for. exports, imports, and import substitutes. For example, when terms of trade 
deteriorate as the price of exports relative to imports falls, a country becomes biased against 
producing exports. Production of import substitutes increases as import prices rise and import 
demand declines. The degree to which an economy adjusts depends on the degree of price 
responsiveness and factor mobility within the country and expectations regarding the duration 
of the price changes. The effect of domestic resource distribution on developing countries' 
import demand is determined by the ability of the agricultural sectors to shift between 
production of agricultural exports and agricultural import substitutes. 

Domestic shifts in supply and demand can be expected to have no effect on world prices of 
their traded goods when the developing country is small. But if the developing country is 
large, a shift in its domestic supply could affect world price and, thus, the developing 
country's terms of trade. For example, if iolbr depreciation reduces the domestic currency 
price of cocoa, the Ivory Coast's domestic supply could decline. If world elasticity of demand 
is low, the decline in supply would cause the world price of cocoa to rise. The commodity 
price increase would contribute to an improvement in the Ivory Coast's terms of trade, 
offsetting to some degree the deterioration in terms of trade caused by dollar depreciation. 

Commodity prices are, of course, the central component of terms of trade. Changes m world 
prices reflect both world demand conditions and domestic supply adjustments to changing 
ternis of trade and other domestic factors. Price indices for the leading commodity exports of 
developing countries generally have declined since 1980, with a small but temporary rebound 
for some commodities in 1983 and 1984. Indices of manufactured goods have also fallen but 
by less. Price movements alone have, therefore, tended to cause developing countries' terms 
of trade to deteriorate since 1980, with some recovery in 1983 and 1984 Depending on 
developing countries' net trade position in major currencies, exchange rate movements can 
reinforce or work against the effect of price movements on external terms of trade. 



METHODOLOGY 

The degree to which major currency realignments can affect a small country's terms of trade 
depends on its net trade position in the major currencies. A common characteristic of 
developing countries is a bilateral trade imbalance, where transactions for many developing 
country exports, such as coffee and rubber, are denominated in dollars. Imports, by contrast, 
are typically transacted in a more diverse basket of currencies. 

To measure the effect of currency realign m nts on terms of trade, we assigned vehicle 
currency weights to each country on the basis of the proportion of their trade denominated m 
five major currencies.**^ In assigning weights, we made several assumptions. We based 
vehicle currency assignments, in part, on the location of the major \ orld exchange for a 
particular commodity. Most primary and nonfood agricultural products, including coffee, 
rubber, cotton, and fuel were assumed to be priced in U.S. dollars. We also assigned imports 



Th«o« cumnciM w th« U.S. dollar, pound iterling. yen, deutichemark, and French franc. 

*In •.-me cuts, the world price of a commodity ii let in one currency, luch m the dollar, but trade in that 
conunodity between a developing country and its trade partner may be conducted m a lecond currency, luch at tVe yen. 
In the abtenci of lonf-term contract!, the price of the good for the developing country ii r*ctermined by the curre»H 
dollar-yin txchangi rati. And, awigning iht trade to the currency in which the world price ii Mt it appropriate. 
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of rice from Burma, Thailand, and Pakistan to the dollar. Trade in cocoa and tea was 
assigned to the pound sterling.* All other trade was denominated in the currency of the 
bilateral trade partner. The five major currencies included in this analysis accounted for an 
average of 72 percent of exports and 78 percent of imports in the 14 developing countries 
(table 3). 

We employed a 3-year average of trade, based on the most recent United Nations data, to 
calculate vehicle currency weights for imports and exports (app. II). Vehicle currency market 
shares were assumed constant, and shares of the subset of trade conducted In the five major 
currencies were normalized to sum to one. 

A country's terms of trade, in domestic currency terms, is calculated as the relative foreign 
prices of its exports and imports, multiplied by its exchange rates with its trade partners. By 
holding prices constant, we can assess the contribution of the exchange rate alone to changes 
in real (adjusted for inflation) ierms of trade of a small country by incorporating the vehicle 
currency weights derived above into the following term, hereafter referred to as the real 
exchange rate terms of trade (RER):^ 

RER = Ei (ajj - /9ij)(ln ejj + In P-^), 

where ajj « export weight for ith partner of small country j, 
p\; « import weight for ith partner of small country j, 
S-ttij = Ei^J = 1, 

Pj^ » the wholesale price index in the partner country, 
eu « domestic currency price per unit of i currency. 



TRENDS IN REAL EXCHANGE RATE TERMS OF TRADE 

The U.S. dollar holds a central role as the vehicle currency for both the imports and exports 
of the developing countries in this study. The pound sterling holds a secondary role as a 
vehicle currency for developing country exports, mainly because cocoa and tea contracts are 
priced or transacted in pounds. Many of the 14 developing countries have deficits in yen, 
deutschemarks, and French francs. Table 4 organizes the currency trade weights for each 
country according to net dollar balances. 

When the exchange rate is expressed in units of foreign currency per U.S. dollar, then a rise 
in the re.J exchange rate (adjusted for inflation) index indicates a real depreciation of the 
foreign currency against the dollar. The dollar began to strengthen in 1979, reaching a peak 
in 1984 (table 5). Since 1985» the dollar has fallen sharply against this study's four other 
currencies. 

The trade patterns of s*ven of the countries in the study yield positive dollar balances, or 
dollar "surpluses." '^he dollar is the primary vehicle currency for exports whereas currencies 
used for imports tend to be mrre diversified. So, movements in real exchange rate terms of 
trade have in general corresponded with real movements of the dollar. Three of these 
countries— Indonesia, Kenya, and Nigeria— hold large dollar surpluses but have sizable deficits 



^Th« corrtipondinf Standard International Trade Claaiification (SITC) codei aaiigned to the dollar were SITC 071 
8ITC 2, fxcept 33, 37, and 38» and SITC 8. Rice from Burma, Thailand, and Pakiitan waa alio aiiigned to the dollar. 
Trftdt ill SITC 073 and 074 wai aatifn«d to the pound iterling. 

^S— apptndix I for derivation of RER. 
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Table 3-Share of fiie lajor »orld currencies in denoiinating developing 
coQDtries' trade 1/ 

Country Iiports FTforts 



Percent 



Braiil 


82 


52 


Borkina 


73 


40 


CaierooD 


80 


n 


Ghana 


72 


65 


Iidoneeia 


81 


93 


iTorj Coast 


75 


63 


lenja 


79 


64 


lorea 


84 


64 


Heiico 


86 


8 


ligeria 


73 


99 


Philippines 


80 


71 


Senegal 


68 


74 


Taisan 


89 


68 


?eneiaela 


72 


99 


Average 


78 


72 



1/ Share of O.S. dollar, yen, French franc, pound sterling, and 
daotscheiark in pricing or transacting exports and iiports. 

SoQfce: (14). 

in currencies experiencing the greatest appreciation. The deterioration in their real exchange 
rate terms of trade since 1984 has been particularly marked (fig. 4). 

Nigeria, for example, suffered a 31 -percent decline in real exchange rate terms of trade 
between 1984 and the first quarter of 1987. Nigeria is a petroleum exporter, with 97 percent 
of export earnings denominated in dollars. Only 16 percent of its imports are denominated in 
dollars, but nearly 25 percent is denominated in yen and deutschemarks. Thus, Nigeria 
accumulates a sizable dollar surplus beyond its imports of dollar- denominated goods, converting 
its dollars into yen and deutschemarks to purchase Japanese and German imports. Setting 
aside the effects of declining petroleum prices, we saw that dollar depreciation alone caused a 
worsening of Nigerian terms of trade, as the purchasing power of dollar-denominated exports 
fell against Japanese and German imports. 

Petroleum-exporting countries have experienced dollar depreciation and a fall in their export 
price. This price development has exacerbated the recent decline in terms of trade caused by 
the weakened dollar for Nigeria, Cameroon, Indonesia, and Venezuela. 

The remaining three dollar-surplus countries, Burkina, Cameroon, and Ivory Coast, are former 
French colonies, having strong ties to Fra'.ce as a traditional supplier. These former colonies' 
leading exports are mainly denominated jn dollars, which are used to purchase imports from 
France. This pattern accounts for the deterioration in their terms of trade since 1984 
(fig. 4). When adjusted for inflation, the franc and the deutschemark experienced the greatest 
appreciation against the dollar since 1984 among the currencies in the study. 

Korea, Taiwan, and Mexico, the top three U.S. agricultural export markets, maintain a near 
balance in trade in each currency. They are, therefore, not exposed to the effects of 
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Table 4-?ehicle currency trade Heights 1/ 



Dollar-surplus countricB 



CorreDcy 


uurima 


:Caieroon 


: Indonesia: 


Ivory 
loast 


lenya 


lll{eria : 


Kenez 
uela 


Dollar 


0.29 


0.50 


0.41 


0.16 


0.54 


0 76 


0.27 


PoQDd 


0.02 


0.19 




0.32 


-0.12 


-0.25 


-0.04 


Ten 


0.00 


-0.07 


-..J 


-0.08 


-0.17 


-0.17 


-0.10 


French franc 


-0.24 


-0.53 


-0.04 


-0,36 


-0.C8 


-0.16 


-0,04 


Deotscheiark 


-0.08 


-0.09 


-0.07 


-0.05 


-0.17 


-0.18 


-0.09 



Dollar-balanced countries Dollar-deficit couotries 





Ghana 


Korea 


Hexico : 


Taiwan : 


Brazil 


Philip- : 
pines : 


Senefal 


Dollar 


0.01 


0.02 


0.04 


0.02 


-0.15 


-0.09 


-0.07 


Pound 


0,04 


0,03 


0.07 


0,03 


0,13 


0.02 


0.05 


Ten 


0.04 


-0.08 


-0,03 


-0.12 


0,00 


0,05 


0.01 


French franc 


-0,05 


0.00 


-0.02 


0.01 


0.01 


0,00 


0.03 


DeutEcheiark 


-0,04 


0,02 


-0.06 


0.05 


0,02 


0,02 


-0,02 



1/ Share of currency Id exports linus share in iiports. 
Sources: (14) and app. table 2. 



currency realignments on their terms of trade (fig. 5). Korea and Taiwan have sizable export 
surpluses with the United States but use these dollars to purchase petroleum. 

The Philippines, Brazil, and Senegal have small dollar deficits and show a decline in the real 
exchange rate component of their terms of trade in the late 1970's through 1984. Since 1985, 
they have benefited modestly from the recent dollar depreciation (fig. 6). These three 
countries rely heavily on dollar-denominated imports but run surpluses in appreciating 
currencies. The Philippines benefits from its export surplus to Japan, while Senegal runs a 
trade surplus with France. Brazil's surplus of pounds is due to use of the pound to set world 
cocoa prices. 



TRENDS IN AGRICULTURAL IMPORT BEHAVIOR 

The record of agricultural imports by the 14 developing countries in this study is typical of 
the experience of developing countries during the past 15 years. Their agricultural imports 
surged significantly beginning in the early 1970's. However, agricultural imports dropped 
sharply for all countries except Taiwan between 1981 and 1983 (table 6). This decline resulted 
from foreign exchange constraints, declining incomes, and better harvests in many countries. 

Agricultural imports by 10 countries in this study continued to decline through 1986. 
However, four countries, Indonesia, Brazil, Ivory Coast, and Cameroon, increased their 
agricultural imports in 1986. Only one of these, Brazil, has benefited from the depreciation of 
the dollar. 
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Table 5-8eal exchange rata loveients, 1972-87 1/ 



Tear 


Ten 


: French franc 


Deutscheiark : 


PnunH 






1960=100 






1972 


1.36 


1.02 


1 11 

1.11 


1 in 


1973 


1.23 


0.93 


1 00 

1 . vV 




1974 


1.20 


0.61 


0 93 


1 19 


1975 


1.29 


0.94 


1 06 

1 • vV 




Isib 


1.23 


1.02 


0.96 


1.57 


1977 


1.05 


0.97 


0.66 


1 . 


1976 


0.94 


0 69 


0.62 


1 IS 

1 . Itf 


1279 


1.22 


0.65 


0.63 


1 07 

1 . V f 


1960 ' 


1.00 


1.00 


1.00 


1 00 


1001 


1.17 


1.24 


1.17 


1.25 


1962 


1.25 


1.33 


1.16 


1.39 


1963 


1.26 


1.54 


1.35 


1.49 


1964 


1.42 


1.66 




1 RA 


1965 


1.14 


1.24 


l.K 


1.36 


1966 


0.97 


1.06 


0.93 


1.24 


1987 


0.93 


1.00 


0.90 


1.12 



1/ Foreign currency per U.S. dollar. 1967 data is for first quarter. 
Source: (8). 



The U.S. market share in this study's leading developing country markets increased slightly 
from 1980 to 1984, a period of dollar appreciation. Both the value of U.S. agricultural exports 
and the U.S. market share fell during 1985 and 1986 despite the effect of dollar depreciation 
in reducing the relative price of U.S. farm products. These trends are consistent with a 
slowed response of developing countries to exchange rate realignments due to fixed exchange 
rate regimes, and with low elasticities of substitution due to such factors as traditional ties to 
suppliers, long-term contracts, and commodity composition of trade. 

These characteristics, in turn, indicate the importance of developing countries' terms of trade 
in determining their import demand. If a developing country's dollar export revenues lose 
their purchasing power against imports in appreciating currencies, the inability to shift toward 
cheaper, dollar-denominated imports exacerbates the decline in its import-purchasing power. 
The negative effect of a fall in terms of trade on consumption of all imported goods becomes 
more important relative to the positive substitution effect toward consumption of the cheaper 
dollar goods. 
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Exchange rate terns of trade of dollar- surplus countries^ 
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1 5 
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1 3 
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Exchange rate terma of trade of dollar- balanced countries^ 
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Table (-ifricttltural iiportt asd 0 S larket share of aelected derelopiog countriee, 1960-86 



Iiportiig Iiportiig Iiportiai 

cMitrr ' Total OS OS couotry Total OS OS* cooBtry - Total OS OS 

aid rear ikare aad rear share aid year share 



Iraiil 





1,000 dollars 


Perceot 


1910 


754.412 


660,421 


0.90 


IHl 


774,944 


710,466 


0 92 


1902 


574,370 


525,900 


0 92 


19» 


527,472 


476,707 


0 91 


1984 


530,445 


506,269 


0 94 


1005 


526,263 


470,127 


0 69 


1906 


776,043 


565,935 


0.73 



Oirkiia 



Ckua 



IQtA 


IB All 


a 11A 

9,11U 


A 1A 


1911 


JO, IDl 


11 191 


fl IT 

U it 




26,566 


6 678 


0 23 


1963 


26!855 


14,653 


0 54 


1904 


33,121 


9,570 


0.29 


1905 


45,137 


21,969 


0 49 


1966 
n 


27,865 


6,69S 


0.24 


1900 


99,218 


6,293 


0.06 


1901 


104,014 


7,230 


0.07 


1902 


101.340 


6,459 


P 06 


1903 


94,627 


5,476 


0.06 


1004 


101,011 


6,466 


0.06 


1905 


104,294 


14,566 


0.14 


1900 


140,157 


6.240 


0 04 


1000 


59,232 


26,661 


0 45 


1901 


70,361 


15,911 


0.20 


1902 


30,604 


16,661 


0.63 


1903 


43,756 


24,454 


0.56 


1904 


38,946 


23,497 


0 60 


1985 


41,017 


29,616 


0.73 


1966 


35,070 


20,330 


0.58 



Moieiia 



1960 


521,002 


414,064 


0.79 


1991 


461,769 


401,246 


0.63 


1902 


490,665 


442,961 


0.90 


1903 


409,754 


419,333 


0J6 


1904 


447,029 


396,255 


0 89 


\m 


195,149 


170,100 


0 87 


1901 


223,032 


109,940 


0.85 





1,000 dollars 


Perceot 


Uory Coast 








1980 


171,622 


26,102 


0 16 


1961 


146,103 


16,406 


0 11 


1962 


126,132 


19,701 


0 16 


1983 


113,890 


7,996 


0 07 


1964 


101,634 


5.215 


0 05 


1965 


106,127 


9,782 


0 09 


1966 


116,106 


3,837 


0 03 


leiya 








1980 


63,720 


36,236 


0 57 


1981 


T1,69Z 


91 A91 

99,0/9 


0 46 


1902 


44,794 


41 ffiC 

21,700 


A lA 
0 49 


1909 


40,502 


24,666 


A fil 

0.01 


1984 


(1 lift 
99,449 


91 A19 


0 47 


190D 


00,049 


11 919 
41,«9i 


fl fi9 


1906 


49,i09 


11 717 

14, f If 


A 11 

U tf4 


lore a 








1960 


1,924,361 


1,797,420 


0.93 


1981 


99), 409 


9 AAA 171 
i,UV0,9f 1 


0 04 


1019 

196i 


1,049,900 


1 Ltl lOff 

l,dO 1,190 


A Qfi 
U 9b 


1909 


1.698,790 


1,639.726 


A At 

0.9T 


1964 


1 T9A a91 


1 fi(A 1Q1 


0.^6 


1909 


1 JAA 9£i 

1,409,204 


1,412,79) 


V. 99 


1906 


1 J1 J f 14 

1,414,7)2 


1 4Al CAT 

1,90). 007 


A A9 


lexico 








1980 


2.566,826 


2,467,763 


0 95 


1961 


A tat 1 J A 

2,501,149 


4 J9I 4Af 

2,491,286 


0.97 


1902 


1,214,151 


1,156,291 


A At 

0.9!) 


1 At4 

1909 


l,lfO,OD9 


1 ttl9 Ifil 


A At 

0.90 


1964 


2,028,054 


2.014,990 


0.99 


1985 


1,445,8'.6 


1,439.302 


1.00 


1906 


1,005,349 


1,002,255 


0.99 


Oiferia 








1960 


991,956 


346,150 


0.35 


1991 


1,296.766 


544,000 


0 42 


1962 


1,052,667 


466,117 


0.44 


1963 


706,352 


399,050 


0.56 


1964 


491,356 


334,433 


0.06 


1985 


424,461 


313,151 


0.74 


1966 


283,354 


149,051 


0 53 



1,000 dollars Percest 



Philippioes 



1980 


339,847 


319,206 


0 94 


1961 


356.786 


350,611 


0 96 


1962 


362,151 


323,546 


0 65 


1983 


370,212 


310,497 


0 66 


1984 


330,519 


332,064 


0.90 


1965 


320.402 


AAA A J A 

292,242 


0 91 


1966 


4*4 AA4 

282,692 


256,135 


A Al 

0.91 


Seiefal 








10IA 

1900 


1A1 (QQ 
101,999 


9A TA1 


A 9A 


lOtI 

1901 


lift Qi^l 
110,931 


9fi Q91 


A n 


1962 


90,262 


12,216 


0.14 


1963 


04.724 


35,752 


0.42 


liti 

1904 


1AA fi^l 
1UU.Q91 


19 ^97 


A 19 


1909 


91 ,001 


9A ^fii 
iO, 904 


A 9T 

¥ it 


1910 


10 119 

09,90< 


91 AlA 
<1,040 


A 91 


Taiiai 








lAtA 

1900 


1 991 Alfi 
l,i<0,040 


1 flQ( AIQ 
1 ,099,049 


A M 
V.09 


1911 


1 919 999 


1 1(1 111 
1,194.004 


i iA 


19119 


1 319 341 


1 111 fi39 
1 , 111, 


0.07 


1983 


1,500,543 


1,307,907 


0J7 


1984 


1,664,037 


1,457,940 


0.08 


1985 


1,425,092 


1,230.663 


0.00 


1966 


1,419,001 


1,170,242 


0.02 


feienela 








1960 


093.916 


700,631 


0.70 


1901 


1,094,931 


093,422 


0.82 


1902 


816,207 


670,649 


0 02 


1963 


743,521 


664,927 


0 69 


1964 


658,416 


762,516 


0.91 


1965 


716,931 


638.229 


0.09 


1966 


527,924 


455,661 


0.06 



Soir:!!: I.I. ud ISM/IIS diti. 



ERIC 



13 18 



CONCLUSIONS 



The dependence of developing countries on major world currencies to set world prices for 
their exports and to denominate their world trade exposes them to changes in their import- 
purchasing power when the values of the major currencies fluctuate. An implication is that 
efforts to affect foreign demand for U.S. exports through the realignment of the dollar can 
have unintended consequences on the import-purchasing power of our developing country 
export markets. Depending on developing countries' trade patterns, changes in their terms of 
trade can offset or reinforce the import-stimulating effects of dollar depreciation on the 
prices of U.S. farm exports. This possibility suggests that efforts to lower the dollar price, 
rather than the relative price, of U.S. farm products would be a more direct and effective 
route to increasing sales of U.S. f-^rm exports to developing country markets. 

Finally, this study isolated the impact of currency realignments on developing countries' terms 
of trade. Many other factors, including prices, trade, and production policies and debt 
servicing obligations, influence final agricultural import demand. 



ERIC 



IS 

14 



REFERENCES 



1. Arnade, Carlos, and S.H. Grigsby. Foreign Borrowing and Agricultural Trade of Maior 

Latin American Debtors . ERS Staff R-^port AGES 880126. U.S. Dept. Agr., Econ. Res. 
Serv. Mar. 1988. 

2. Babula, Ronald A. "An Armington Model of U.S. Cotton Exports/ Journal of Agricultural 

Economics Research . Vol. 39, No. 4, Fall 1987, pp. 12-22. 

3. Batten, Dallas S., and Michael Belongia. "Monetary Policy, Real Exchange Rates and U.S. 

Agricultural Exports," American Journal of Agricultural Econo nics . Vol. 68, No. 2, May 
1986, pp. 422-27. 

4. Bautista, Romeo, and James Reidel. "Major Currency Realignments and the Terms of Trade 

of Developing Countries," Journal of Development Economics . Vol. 10, 1982, pp. 
227-43. 

5. Doinbusch, R. "Expectations and Exchange Rate Dynamics," Journal of Political Economy . 

Vol. 84, 1976, pp. 1,161-76. 

6. Haley, Stephen, and Barry Krissoff. The Value of the Dollar and Competitiveness of U.S. 

Wheat Exports . ERS Staff Report AGES 86061 1. U.S. Dept. Agr., Econ. Res. Serv. July 
1986. 

7. Henneberry, David. "Institutional Constraints on Foreign Exchange Markets: A 

Comparison of Agricultural and Non-Agricultural Trade Flows," Current Farm Economics . 
Vol. 58, No. 3, Oklahoma State Univ., Stillwater, Sept. 1985. 

8. Kenneberry, David, Mark Drabenstott, and Shida Henneberry. "A Weaker Dollar and U.S. 

Farm Exports: Coming Rebound or Empty Promise? " Economic Review of the Federal 
Reserve Bank of Kansas Citv . May 1987, pp. 22-36. 

9. International Monetary Fund. International Financial Statistics . Wash., DC. Various issues. 

10. Isard, P. Exchange Rate Determination . Princeton Studies No. 42. Princeton University 

Press, Princeton, NJ. 1978. 

11. Lipschutz, Leslie. "Exchange Rate Policy for a Small Developing Country, and the 

Selection of an Appropriate Standard," International Monetary Fund Staff Papers . Vol. 
26, No. 3, Sept. 1979, pp. 423-49. 

12. Longmire, Jim, and Art Morey. Strong Dollar Etemoens Demand for U.S. Agricultural 

Exports . FAER-193. U.S. Dept. Agr., Econ. Res. Serv. Dec. 1983. 

13. Mussa, M. "A Model of Exchange Rate Dynamics," Journal of Political Economy . Vol. 90, 

1982, pp. 74-104. 

14. Shane, Mathew, and David Stallings. The World Debt Crisis and Its Resolution . FAER-231. 

U.S. Dept. Agr., Econ. Res Serv. Aug. 1987. 

15. United Nations trade tapes. 

16. World Bank. Commodity Trade and Price Trends . Wash., DC. 1986. 

ERIC 20 



APPENDIX I: Derivation of Real Exchange Rate Terms of Trade 

The vulnerability of the terms of trade of a small country to exchange rate realignments 
among partner currencies can be shown by using the simplest case of a small country (j) that 
exports solely to a large country (u) and imports solely from a la»-ge country (z) (4, uj. The 
ii?all country's nominal terms of trade (t) in domestic currency terms can then be expressed 
solely in terms of the exchange rate between its two trading partners: 

(1) t s e P "/e P * 

where P," * foreign currency price of j*s exports to u; 

^m* " foreign currency price of j*s imports from z; 
ej: « domestic currency price per unit of i currency; and 
e' » price in currency z per unit of u currency (for example, 
yen/dollar). 

Then, since e.j - e^j/e^,: 

(2) t X e,jP,"/(e„j/e„,)P„« 

(3) t- e*P,V„'. 

If relative prices in the small country's trade partners are fixed (although the price levels 
themselves may change), then P" and P* can represent the general price levels within these 
two countries, and the subscripts x and m can be dropped. Proportionate changes in this 
small country's nominal terms of trade can be expressed by solving the log form of (3) and 
rearranging terms: 

(4) t » p" • p» ♦e* . 

One source of the real effects of major currency realignments on a small country's terms of 
trade is froni changes in the equilibrium exchange rate (e*) due to fundamental changes in the 
real underlying economic forces, such as supply and demand characteristics, that determine 
exchange rates. A second source is differential rates of change in the price levels of the 
small country's trading partners (for example. P" -P« 0). When the price level in one 
country changes in a perfectly competitive market, exchange rate movements are expected to 
perfectly offset the price change, and purchasing power parity (PPP) between the two 
countries is maintained. For example, when PPP holds, high inflation rates in one country 
relative to another are offset by a depreciation in the nominal exchange rate of the former 
against the latter. Arbitrage should ensure that PPP is maintained among trade partners. 
This principle can be written as: 

(5) e* » P" - P* . 

When PPP holds, changes in nominal exchange rates have no real effect on a small country's 
terms of trade. However, much recent literature shows that PPP does not hold, with a 
tendency for both substantial and persistent deviations from PPP (i. IQ, 12). Changes in price 
levels and exchange rates arc not likely to be perfectly offset, because of real and monetary 
shocks, protection or sticky prices, low price or interest demand elasticities, and/or 
expecutions. These departures inflict real costs on small countries' terms of trade. Deflating 
the terms of trade measures the real changes in terms of trade due to differences in the rates 
of change of relative price levels. 
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By using the simplest case, we can therefore express changes in a small country's real terms 
of trade (rt) solely in terms of the changes in price levels in its trade partners. 

(6) rt « ; ♦ p« . pi ♦ piO . puO 
where P'^ « price level in country i. 

The above example can be generalized to describe a small country with many trade partners, 
or vehicle currencies, for both exports and imports (2). Trade is assumed to be balanced. 
Nominal terms of trade in the multicurrency case can be expressed as: 

(7) t -Trcejj Pij*>^"jWeijP.j"'A 

where a-j ^ export weight for ith partner of small country j, 
> imi ori weight for ith partner of small country j, 

and TT is a product term. 

Proportionate changes in the nominal terms of trade can be written: 

In (9), the small country's terms of trade are again expressed solely as a function of ci *rency 
realignments among vehicle currencies. 

Changes in the small country's real terms of trade also depend on the differential in inflation 
rates associated with vehicle currencies: 

(9) ri . Ei (ttij - 0,^Hii^ ♦ ♦ ^ittij - hS^) - Ej^ij . Pp). 
As in (8), equation (9) follows from Ejcajj • ^jj) (■Pj*^)-0. 

Equation (9) derives an expression for changes in the real terms of trade for a small country, 
separated into the price and exchange rate components. The first expression on the 
right-hand side of the equation measures the real RER. 

We use RER to measure the impact of current exchange rate realignments on the real terms of 
trade of the 14 developing countries that are important U.S. farm export markets: 

(9M RER = r, (ttjj - ^ijXln ejj ♦ In Pj^). 

For each courtry, e^j is the price in units of domestic currency per unit of foreign currency, 
indexed as (1.0 - 1972). P-^ is the wholesale price index in the partner country, also indexed 
as (1.0 - 1972). 

When a country is a net exporter (a^j - > O) in a currency that is depreciating relative 
to other vehicle currencies, it suffers a deterioration in the RER component of terms of trade. 
The RER component contributes to an improvement in terms of trade when the country is a 
net exporter in an appreciating currency. The terms of trade of countries with a trade 
balance in vehicle currencies (ay ■ « O) are not affected by vehicle currency 

realignments. 
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APPENDIX Ih Data Sources 



Exchange rates and wholesale price indices are from the International Monetary Fund's 
International Financial Statistics. We calculated currency trade weights by using the three 
most recent years available from United Nations trade tapes, as listed below: 
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Countrv 


Years 


Burkina 


1973-75 


Ghana 


1974-76 


Kenya JJ 


1977-79 


Cameroon 


1980-82 


Indonesia 


1982-84 


Ivory Coast 


1980-82 


Nigeria JJ 


1981-83 


Philippines 


1981-83 


Senegal 


1979-81 


Brazil 


1978-80 


Korea JJ 


1983-85 


Mexico 


1974-76 


Taiwan 


1975-77 


Venezuela 


1979,81 (exports); 1979-81 (imports) 



jy Trade partners* data were used for these countries. 
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Appefidix table l-Correocy trade shares in exports aDd iiports 1/ 













Indo- : 


Ifory : 




Itei 


Braxil : 


Burkina : 


Caieroon « 


Ghana > 


nesia : 


Coast ' 


lenra 


Ixports: 












0.57 




Dollar 


0.61 


0.53 


0.71 


0.46 


A A J 

0.94 


0.68 


Poand 


0.15 


0.08 


0.23 


0.26 


0.01 


0.35 


0.28 


Teo 


0.08 


0.02 


0.00 


0.13 


0.04 


0.00 


0.01 




0.05 


0.35 


0.05 


0.01 


0.00 


0.07 


0.01 


Dentsckeiark . 


0.11 


0.02 


0.01 


0.15 


0.01 


0.01 


0.02 


Iiports: 
















Dollar 


0.76 


0.24 


0.21 


0.44 


0.53 


0.41 


0.14 


rOUSQ 


u . uo 


fl flfi 


0 04 


0 22 


0 03 

V . Vv 


0 03 

V .WW 


0.46 


Tea 


0.08 


0.02 


0.07 


0.08 


0.32 


0.08 


0.17 


freack franc 


0.04 


59 


0.53 


0.06 


0.05 


0.43 


0.09 


ueaiscieiari 


fl flQ 


fl ifl 


0 10 


0 19 


0 08 


0 06 


0.19 










: Philip- 










lorea 


Hex i CO 


ligeria 


: piles 


: Senegal 


: Taisan 


: Veienela 


Ixports: 
















Dollar 


0.66 


0.83 


0.98 


0.57 


0.33 


0.64 


0.99 


FoQfid 


0.06 


0.10 


0.01 


0.06 


0.10 


0.04 


0.00 


Tea 


0.21 


0.03 


0.00 


0.28 


0.03 


0.21 


0.01 


French franc 


0.02 


0.01 


n.oo 


0.02 


0.52 


0.02 


0.00 


Deotscheiark 


0.05 


0.03 


0.00 


0.07 


0.03 


0.09 


0.00 


Iiports: 
















Dollar 


0.63 


0.79 


0.22 


0.66 


0.40 


0.62 


0.72 


Poand 


0.02 


0.03 


0.26 


0.03 


0.05 


0.01 


0.04 


Ten 


0.29 


0.05 


0.17 


0.23 


0.02 


0.32 


0.12 


French franc 


0.02 


0.03 


0.16 


0.02 


0.48 


0.01 


0.04 


Deatscheiark 


0.04 


0.09 


0.19 


0.05 


0.05 


0.04 


0.09 



1/ See ippendix II for data rears. 

Source: iathor's calculations based on O.K. trade data. 
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Appendix table 2--leal exchange rate teriE of trade, 1972-87 1/, 2/, 3/ 



Dollir-iurplut couotriet 



fear 






Uory 













: 8Qrkioa 


CaierooD 


. Coast 


ladooesia 


leora 


Nigeria 


Veoezaela 










(l90U-luO} 








1972 


1 01 


0 98 


0.93 


1 10 


1 12 


1 i7 


1 06 


1979 


0.97 


0.91 


0 87 


1 06 


1 C8 


1 13 


1.03 


1971 


n Qi 
U.94 


A ii 


D.64 


1 04 


1 05 


1 07 


1.02 




fl 91 

U 90 


U 91 


n BO 

U 09 


1 no 
1 Do 


1 10 


1.15 


1 04 


1919 


0 99 


0 94 


0 59 


1.06 


1 09 


1 15 


1 04 


1977 


0.98 


0 93 


0.92 


1 01 


1.01 


1 04 


1 00 


1978 


0.95 


0.9O 


0.9O 


0 97 


0.97 


0.97 


0 98 


1979 

1919 


n 9ii 

U .93 


n on 


V 90 


1.04 


1.00 


0 99 


1 00 


19S0 


1.00 


1.00 


1 OO 


l.OO 


l.OO 


1.00 


1 00 


1981 


1.06 


1 10 


1.03 


1.07 


1.10 


: 15 


1.05 


1019 


l.Oo 


L13 


1.02 


1 10 


1 14 


1.22 


1 06 


1989 


1.19 


1.22 


1 06 


1.12 


1 19 


1.30 


1.09 


1984 


1.15 


1.25 


1.04 


1 17 


1 28 


1 44 


1.12 


1703 


1.06 


1.09 


1.00 


1 06 


1 11 


1 18 


1.05 


1986 


1 00 


0 98 


0 95 


0.99 


1 01 


1 OS 


1 60 


1987 


0.99 


0 96 


0 95 


0 97 


0 98 


1.00 


0.99 






Dollar-balaiced coaatriea 


Dollar-deficit coantriee 




Ghaia 


lorea : 


Heiico 


Taivan : 


Braiil 'Philippinei 


Seoefal 










(1980=100) 








1972 


0.98 


1 01 


0 99 


1 02 


0 96 


0.97 


0 98 


1979 


0.97 


1.00 


0 98 


1 02 


0 95 


0 98 


0.98 


1971 


fl 97 

U . 91 


1 00 


0 97 


1.02 


0.96 


: 98 


0.99 


197^ 


fl 97 


1.01 


0.98 


1.02 


0.95 


0 98 


0 98 


1910 


fl 97 


1 OO 


0J7 


1.01 


0 95 


98 


0.97 


197T 


0.98 


1.00 


0.98 


1 01 


0 97 


0 99 


0 99 


ISTI 


0.98 


0.99 


0 97 


1.00 


0 99 


1.00 


0.99 


1979 

1919 


U.97 


L02 


0 99 


1 03 


l.OO 


0 99 


1.00 


1980 


1.00 


1 00 


1 00 


1.00 


1 00 


1.00 


1 00 


1981 


1.00 


1 00 


1 00 


1.00 


0 97 


0 98 


0.98 


1982 


1.00 


1.00 


l.OO 


1 00 


0.95 


0 98 


0 97 


1983 


1.01 


1.00 


1 01 


1.00 


0.94 


0 97 


0 97 


1984 


1.01 


LOG 


1.01 


1 00 


0.92 


0.96 


0.96 


1985 


1 00 


1.00 


1.00 


1 00 


0 96 


0 98 


0 98 


1986 


0.99 


0.99 


0.98 


0.99 


0.97 


1.00 


0.99 


1987 


0.99 


0.99 


0.98 


1.00 


0.99 


1.00 


0.99 



1/ rirat qoarttr, 1987. 

2/ 'leal tickaiie rate teria of trade' refera to tbe coatribation of excbaige rate 
realifiNita to cbaifea li real (deflated) teria of trade. 
3/ ' Doller-aarplia' refera to tbe cooitrlea iboae Nrcbaidlae trade petteria reaolt 
ii a ntflu of O.S. dollara. 'Dollar-deficit' refera to coaitriea iboae lercbaadiae 
trade Mtteria reaelt ii a deficit of O.S. dollara 'Dollar-balaiced' refera to 
coeitriea tbat eari eid apeid an approiiiately e^oal faUe of dollara 
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America— figures, trends, and issues that help keep your expertise up-to-date. 
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from ERS. 



AgricuHuml Outlook. Presents USDA's farm \m>n\e and food price forecasts. Emphasizes the 
short-temi outlook, but also presents long-temi analyses of issues ranging from intemational trade 
to U.S. land use and availability. 1 1 issues annually. 1 yean $22; 2 years, $43: 3 years, $63. 

Farmllne. Concise, fact-filled articles focus on economic conditions facing farmers, how the agricul- 
tural environment is changing, and the causes and consequences of those changes for farm and 
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programs, consumption patterns, and marketing. 4 issues annually. 1 year, $10; 2 years, $19; 3 
years, $27, 

Economic Indicators of the Fanu sector. Updates economic trends in U.S. agriculture. Each 
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production and efficiency statistics, costs of production, and an annual overview. 5 issues annually. 
1 year, $12; 2 years, $23; 3 years, $33. 

Rural DevelopmoM Perspectives. Crisp, nontechnical articles on the results of new rural re- 
search and what those results mean. 3 issues annually. 1 year, $9; 2 years, $17; 3 years, $24. 

The Journal of Agricultural Economics Research. Technical research in agricultural economics, 
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economic research. 4 issues annually. 1 year, $7; 2 years, $13; 3 years, $18. 

Foreign Agricultural Trade of the United States. Updates the quantity and value of U.S. farm ex- 
ports and imports, plus price trends. 8 issues annually. 1 year, $20; 2 years, $39; 3 years, $57. 

Situation and Outlook Reports. These reports provide timely analyses and forecasts of all major 
agricultural comnrxxlitios and related topics such as finance, farm inputs, land values, and world and 
regional developments. Each Situatior) and Outlook title costs lyear, $10; 2 years, $19; 3 years, 
$27. Titles include: 

Agricultural Exports Cotton and Wool Oil Crops Vegetables and Specialties 

Agricultural Income and Finance Dairy Rice Wheat 

Agricultural Resources Feed Sugar and Sweeteners World Agriculture 

Aquacufture Fruit and Tree Nuts Tobacco World Agriculture Regionals 

Also available: Livestock and Poultry: ^ year. $15; 2y&ars. $29; 3 years. $42. 

To subscribe to these periodicals, or for more information, 
call (30 1 ) 953-25 1 5, or write to-. 
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P.O. Box 1608 
Rockville, MD 20850 
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